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The  general  outlook  for  all  types  of  tobacco  in  1938-39  is  rather 
favorable,  although  less  favorable  than  in  1937-38,  says  the  Bureau  of  Agri- 
cultural Economics,    The  new  marketing  season  gets  under  way  this  week  with 
the  opening  of  the  Georgia-Florida  markets  on  July  28. 

Total  acreage  of  tobacco  on  July  1  was  estimated  at  1,680,800  acres 
or  2.9  percent  less  than  the  1937  harvested  acreage.     Declines  occurred  for 
nearly  all  types  except  cigar  tobacco,  most  of  the  important  types  of  the 
latter  showing  a  significant  increase.     Georgia  and  Florida  flue-cured, 
Type  14,  and  Maryland,  Type  32,  were  the  only  non-cigar  tobaccos  to  occupy 
a  larger  area  than  last  year;  among  the  cigar  typos,  Connecticut  Broadleaf, 
Type  51,  and  Havana  Soed,  Type  52,  wore  the  only  ones  to  shew  a  decline. 
The  art;a  for  all  flue-cured,  Types  11-14;  3urley,  Type  31;  and  fire-cured 
and  dark-air  cured  tobaccos,  Types  21-24  and  35-37,  was  below  that  indicated 
as  of  March  1,  due  partly  at  least  to  the  subsequent  approval  of  marketing 
quotas  by  growers. 

Total  indicated  production  as  of  July  1  is  1,496,644,000  pounds,  or 
3.7  percent  below  1937.     Crops  of  flue-cured,  Hurley,  fire-cured  and  dark 
air-cured  are  6.2,  1.2,  8.9  and  16.0  percent  smaller,  respectively,  than  in 
1937,    Crops  of  Maryland  and  cigar  tobacco  are  each  between  14  and  15  per- 
cent above  last  season.      The  flue-cured  and  Bur  ley  crops  are  some7fhat  in 


TS-7  -  2  - 

excess  of  their  marketing  quotas  of  739  million  and  357  million  pounds,  re- 
spectively, while  production  of  dark  tobaccos  is  slightly  less  than  the 
marketing  quota  of  148  million  pounds. 

Because  of  larger  stocks  this  year,  the  total  supply  of  flue-cured 
tobacco  for  1938-39  probably  will  be  about  the  same  as  or  slightly  larger 
than  in  1937-38.    While  cigarette  withdrawals  in  recent  months  have  been 
slightly  above  the  corresponding  months  in  1937,  the  lower  level  of  whole- 
sale prices  and  general  business  activity  make  the  outlook  for  domestic  de- 
mand less  favorable  than  in  1957.     Foreign  demand  probably  will  be  above 
the  average  of  the  past  5  or  6  years,  but  is  not  expected  to  be  as  strong 
as  in  1937-38. 

The  prospective  supply  of  Burley  is  6  percent  above  1937-38,  An 
expected  reduction  in  stocks  of  Maryland  on  January  1,  1939,  make  the  pro- 
spective total  supply  only  slightly  greater  than  in  1938.     Increased  sup- 
plies and  rather  unfavorable  demand  conditions  may  cause  some  decline  in 
prices  for  these  two  types. 

Supplies  of  fire-cured  and  dark-air  cured  tobaccos,  particularly 
fire-cured,  are  expected  to  be  smaller  in  1938-39.     In  view,  however,  of 
the  stationary  domestic  demand  for  products  made  from  dark  tobaccos  and  tht 
continued  decline  in  exports,  the  outlook  for  these  types  continues  un- 
favorable • 

Estimated  supplies  of  cigar  filler  and  binder  for  1938-39  are  slight 
smaller  and  for  wrapper  somewhat  larger    than  in  the  preceding  season. 
Material  increases  in  indicated  production  probably  will  cause  a  decline  ij 
prices  for  some  types. 
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FLUE-CUBED ,  TYPES  11-lU 

The  total  area  of  flue-cured  tobacco  this  year  is  93^»°00  acres,  or 
nearly  8  percent  less  than  that  indicated  as  of  March  1.     In  referenda  held 
on  March  12  growers  approved  a  national  marketing  quota  of  705  million  pounds 
for  flue-cured  tobacco.    A  subsequent  amendment  to  the  Agricultural  Adjustment 
Act  of  1933  permitted  the  quota  for  each  State  to  be  increased  by  a  maximum  of 
k  percent  for  the  purpose  of  permitting  the  Secretary  of  Agriculture  to  appor- 
tion the  extra  allotment  among  farms,  the  previously  determined  allotments  for 
which  were  considered  to  be  inadequate.    A  further  addition  was  made  to  the 
quota  for  some  States  in  order  to  comply  with  the  provision  of  the  Act  to  the 
effect  that  the  marketing  quota  for  any  marketing  year  shall  not  be  reduced 
to  a  point  less  than  75  psrcent  of  the  production  in  the  State  during  the 
year  1937*  final  national  marketing  quota  is  739,068,000  pounds. 

Despite  the  reduction  in  acreage,  the  indicated  yield  per  acre  as  of 
July  1  of  858  pounds,  71  pounds  above  the  1932-36  average  and  only  20  pounds 
less  than  in  I937,  results  in  a  prospective  crop  of  801,^00,000  pounds    -  more 
than  62  million  pounds  in  excess  of  the  marketing  quota. 

Stocks  at  the  beginning  of  the  marketing  season  are  expected  to  be 
larger  than  on  July  1  last  year.    Estimates  made  last  spring  at  the  time  of 
the  announcement  of  marketing  quotas  indicated  that  stocks  on  July  1  would 
amount  to  about  976  million  pounds.    At  the  present  time,  however,  it  appears 
likely  that  stocks  on  July  1  will  be  somewhat  lower  than  previously  estimated. 
However,  even  if  actual  stocks  as  reported  (to  be  released  early  in  August) 
turn  out  to  be  smaller  than  those  shown  in  the  table  below  they  probably  will 
be  sufficiently  above  those  of  a  year  earlier  to  make  total  sup-ply  about  the 
same  as  or  slightly  larger  than  in  1937-38. 

Elue- cured  tobacco:    Domestic  supplies,  disappearance,  and  season 
average  price,  average  1932-36,  annual  1937-38  i/ 


Year 


Production 

Stocks, 
',    July  1 

\  Total 
|  supply 

Million 

Million 

Million 

pounds 

pounds 

pounds 

63I.6 

785.9 

1.H17.5 

85U.9 
kj  801. 7 

883.2 
1/  976.0 

1,732.1 
1/1,777.7 

Disappearance, : Average 
year  begin-  :  price 
ning  July      :per  pound 


Average  1932-36  . . 


1937  2/ 

1938  . . 


Million 
pounds 

628.3 

1/  762.1 


IT  Earm-sales-weight  equivalent . 
3/  Estimated. 


2/  Preliminary. 

Ef/    Indicated  July  1 


Cents 
19.2 
23.0 
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Flue-cured  tobacco:     State  and  national  marketing  quotas  for 
season  "beginning  July  1,  1938 


Apportionment 

: Increase  re-: 

Increase  of 

: Increase  re- 

:Total  quota 

of  original 

:  quired  "by  : 

4  percent 

quired  by 

:as  appor- 

quota among 

:the  Act  to  : 

provided  by 

:the  Act  to 

tioned  amon^ 

States  and  : 

States  and 

: provide  quo-: 

amendments 

:provide  min- 

: States  and 

new  farms  ! 

amount  for 

:ta  of  not  : 

to  A. A. A. 

:imum  State 

:new  farms 

allotment  to 

:less  than  : 

of  I93S 

: quota  equal 

• 

new  farms 

:75  percent  : 

:to  national 

• 
• 

:of  produc-  ■ . 

: 5-year  aver- 

:tion  in  each: 

:age  yield 

:    State  : 

: times  500 

• 
• 

:in  1937  : 

: acres 

1,000  pounds 

1,000  pounds 

1,000  pounds 

1,000  pounds 

!  1,000  pounds 

Virginia  . . . 

:  62.940 

0 

2,518 

0 

65,^58 

N.  Carolina. 

:  466*,Q98 

0 

18,680 

0 

485,678 

S.  Carolina. 

!       77,  "'2b 

3,93^ 

3,242 

0 

84,302 

G-eorgia  .... 

:  68,7;20 

0 

2,733 

0 

71,053 

Florida  .... 

:  8,393 

2,191 

423 

0 

11,007 

Alabama  .... 

'  73 

15 

k 

328 

420 

New  farms  in 

all  States. 

:  21,150 

0 

0 

0 

21,1_50 

Total  U.S.. . 

:  705,000 

fa  ,140 

27, bOO 

328 

739,068 

On  the  basis  of  present  conditions,  it  appears  likely  that  the  position 
of  flue-cured  tobacco  growers  in  I938  will  be  fairly  favorable,  but  probably 
less  favorable  than  in  1937*     This  last  season  growers  produced  nearly  855 
million  pounds  of  flue-cured  tobacco  which  sold  at  an  average  price  of  23  cent; 
per  pound.    This  was  the  largest  crop  on  record  with  the  exception  of  193^,  *^£| 
highest  price  per  pound  since  I926  with  the  exception  of  193^,  and  the  value  oi 
the  crop  was  only  7  percent  less  than  the  I9I9  peak. 

Domestic  demand  .    •  • 

The  principal  domestic  use  of  flue-cured  tobacco  is  in  the  manufacture 
of  cigarettes.     Tax-paid  withdrawals  of  cigarettes  (small)  in  the  11  months 
ending  May  31,  totaled  149,665,000,000  or  3.6  percent  more  than  in  the  corre- 
sponding period  a  year  earlier.    Tax-paid  withdrawals  in  the  first  half  of 
the  present  calendar  year  were  2  percent  larger  than  in  the  same  months  of 
1937 •    Since, over  short  periods,  the  demand  for  cigarettes  is  related  to 
changes  in  consumer  purchasing  power,  it  was  stated  in  The  Tobacco  Situation 
for  March  that  the  outlook  for  business  conditions  and  consumer  incomes  sug- 
gested the  likelihood  of  a  moderate  decrease  in  cigarette  consumption  in  the 
calendar  year  1938  as  compared  with  I937 •    Withdrawals  in  January  and  Feb- 
ruary actually  were  smaller  than  a  year  earlier,  but  rose  above  the  levels  of 
the  preceding  season  during  the  3  months  March  to  May.    Unless  withdrawals 
show  an  unexpected  decline  during  the  next  few  months,  the  I938  total  will 
be  slightly  above  I937. 


The  failure  of  cigarette  consumption  to  decline  during  the  present 
period  of  sharply  decreased  "business  activity  has  been  due  to  several  rea- 
sons.   Among  these  are  the  reluctance  of  consumers  to  curtail  purchases  of 
a  habitually  used  commodity  and  the  persistence  of  a  signif icant  long  tine 
upward  trend  in  cigarette  consumption.     In  addition,  the  situation  during 
•Irecent  months  has  differed  from  that  during  the  I93I-32  period  in  that 
•Government  expenditures  have  tended  to  maintain  the  purchasing  power  of 
large  numbers  of  people  in  the  lower  income  groups.    Furthermore,  consumers 
probably  have  been  paying  a  somewhat  lower  average  price  for  cigarettes  due 
to  an  increase  in  the  importance  of  the  10-cent  brands.    Several  new  10-cent 
:cigarettes  have  been  put  on  the  market  during  the  past  year,  and  trade 
:sources  report  that  the  share  of  total  cigarette  manufacture  and  consumption 
represented  by  these  brands  has  increased  considerably.    Apparently  consumers 
.who  have  altered  their  cigarette  consximption  habits  in  response  to  lower  in- 
Icomes  have  shifted  in  a  high  degree  to  lower  priced  ready-made  cigarettes, 
rather  than  to  light  smoking  mixtures  or  "roll  your  own"  cigarettes  as  was 
ithe  case  in  I93I  and  I532. 

The  continued  increase  in  cigarette  withdrawals  is  a  factor  which 
tends  to  make  the  long  time  outlook  for  flue-cured  rather  favorable,  but 
tobacco  actually  purchased  in  any  given  season  generally  does  not  reach  the 
hands  of  consumers  until  from  1  to  3  years  later.    The  demand  of  domestic 
manufacturers  for  cigarette  tobacco  in  the  present  season  as  compared  with 
.the  preceding  probably  will  be  related  significantly  to  the  level  and  the 
.trend  of  general  business  activity  and  wholesale  prices  as  well  as  to  ciga- 
rette withdrawals  as  such.    Recent  upturns  in  commodity  prices  and  business 
activity,  if  continued,  will  tend  to  expand  domestic  demand  for  the  current 
flue-cured  crop.    Unless  the  improvement  in  commodity  prices  and  general 
economic  conditions,  however,  is  considerably  more  rapid  than  is  expected, 
the  market  situation  will  be  somewhat  less  favorable  than  in  1937* 

Foreign  demand 

In  recent  years  about  one-half  of  the  flue-cured  tobacco  produced  in 
the  United  States  has  been  exported.    In  the  1932-36  period  exports  averaged 

:  29^  million  pounds  or  U7  percent  of  production.  The  two  most  important  mar- 
kets were  the  United  Kingdom  and  China  which  took  170  million  and  52  million 

Ipounds,  respectively. 

The  consumption  of  flue-cured  tobacco  is  tending  to  increase  in  foreign 
countries,  and  foreign  demand  for  United  States  leaf  in  1938-39  is  expected  to 
be  fairly  good.     It  is  doubtful,  however,  that  demand  will  be  as  active  as  in 
1937-38  due  to  the  return  of  stocks  to  a  more  normal  level  in  Europe  and  the 
disturbing  effects  of  military  operations  in  the  Orient.    Further  increases 
expected  in  production  in  the  principal  foreign  flue-cured  producing  countries, 
with  the  exception  of  China,  also  will  tend  to  result  in  some  decline  in  the 
demand  for  American  flue-cured. 
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The  foreign  Demand  section  of  this  report  is  based  largely 
on  reports  received  from  the  Bureau7 s  tobacco  specialists  in 
London  and  Shanghai.    These  interested  in  a  slightly  more  de- 
tailed account  of  the  flue-cured  tobacco  situation  in  foreign 
countries  may  obtain  the  full  reports  Of  bhe  specialists  by 
writing  to  the  Bureau  of  Agricultural  Economics  and  asking  for 
the  two  supplements  to  the  July  issue  of  the  Tobacco  Situa- 
tion. 


Europe.-  On  the  basis  of  present  indications,  it  appears  probable  that 
the  European  demand  for  American  flue-cured  tobacco  from  the  1938  crop  will  be 
equal  to  or  possibly  above  the  average  of  recent  years,  but  probably  below  that 
for  the  1937  crop.    Actual  experts  from  the  United  States  to  Europe,  of  course,, 
will  depend  upon  the  operation  of  numerous  factors,   including  the  quantity, 
quality  and  price  of  United  States  production,  supplies  and  prices  of  desirable; 
grades  of  leaf  from  other  sources ,  ^rd  the  course  of  general  business  activity., 

Although  there  have  been  moderate  declines  in  industrial  activity  in 
some  European  countries  during  the  last  few  months,  tobacco  consumption  ap- 
parently has  continued  to  increase.    Most  of  the  increase  has  been  in  the  form 
of  cigarettes.     Total  utilization  of  flue-cured  tobacco  during  the  year  1937-38 
is  estimated  to  have  been  u.bout  27C  million  pounds  or  7  percent  more  than  in 
the  preceding  year.     Consumption  of  American  leaf  amounted  to  about  227  million 
pounds  or  6  percent  mere  than  in  1936-37.    Utilization  of  flue-cured  leaf  pro- 
duced in  other  countries  amounted  to  about  43  million  pounds  or  16  percent  more 
than  in  the  preceding  season.     Cigarettes  made  entirely  from  flue-cured  tobaccc 
continued  to  account  for  almost  the  entire  consumption  of  cigarettes  in  the 
British  Isles  while  flue-cured  tobacco  gained  increased  importance  in  the  manu- 
facture of  blended  cigarettes  in  Continental  Europe. 

European  imports  of  United  States  flue-cured  leaf  in  1937-38  are  esti- 
mated to  have  amounted  to  about  275  million  pounds  as  compared  with  206  million 
in  1936-37  and  255  million  in  1935-36.    There  also  have  been  larger  imports  frc 
other  producing  countries.    As  a  result,  it  is  estimated  that  on  July  1,  1938, 
stocks  of  all  flue-cured  tobacco  were  equal  to  about  1.77  year's  supply  at  the 
current  rate  of  consumption  as  compared  with  1.66  a  year  ago  and  about  1.80  on 
July  1,  1936. 

tobacco 

The  United  States  continues  to  supply  most  of  the  flue-cured/that  goes 
to  Europe,  accounting  for  about  84  percent  of  total  utilization  in  1937-38. 
However,  while  total  actual  consumption  of  foreign  grown  flue-cured  is  still  mu 
smaller  than  American,  the  use  of  British  Indian,  Rhodesian,  and  Canadian  tobac 
cos  is  increasing  mere  rapidly  than  is  the  consumption  of  United  States  leaf.  1 
the  Continent  of ^Europe  production  of  flue-cured  leaf  is  still  very  small,  but 
increasing  efforts  are  being  made  tc  expand  its  production  in  order  to  meet 
the  world-wide  trend  toward  cigarettes,  especially  those  containing  flue-cured 
tobacco. 
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The  United  Kingdom  was  of  even  greater  relative  importance  as  a  market  for 
American  flue-cured  tobacco  in  the  past  season  than  in  the  5-year  period  1932-36, 
taking  67  percent  of  total  flue-cured  exports  to  all  countries  and  85  percent  of 
total  exports  to  all  European  countries  during  the  11  months  ended  May. 

British  business  activity  has  been  declining  during  the  last  6  or  7  months 
but  tobacco  consumption  has  continued  to  increase.    Total  manufacturers  require- 
ments for  flue-cured  in  the  first  6  months  of  1938  were  3.7  percent  above  the  cor- 
responding pwicd  in  1937.    Experts  from  the  United  States  to  the  United  Kingdom 
in  the  11  months  ended  May  totaled  233  million  pounds  as  compared  with  168  million 
in  the  corresponding  period  in  the  preceding  season  and  221  million  in  1935-36. 
jOn  July  1,  1937,  stocks  were  very  low  relative  to  consumption,  but  the  large  vol- 
ume of  imports  during  the  1937-38  season  have  about  brought  stocks  up  to  their 
average  relationship  to  utilization,  that  is,  sufficient  to  supply  manufacturers 
at  the  current  rate  of  consumption  for  from  1.9  to  2  years.     It  is  estimated  that 
between  200  and  240  million  pounds  would  need  to  be  imported  from  the  1938  United 
States  crop  in  order  to  maintain  stocks  at  this  level  until  July  1,  1939  . 

The  United  States  continues  to  benefit  from  the  increasing  consumption  of 
flue-cured  tobacco  in  the  United  Kingdom,  but  tobacco  produced  in  this  country 
also  continues  to  represent  a  diminishing  proportion  of  an  increasing  total 
utilization.    Although  the  actual  consumption  of  American  flue-cured  has  increased, 
the  tendency  for  it  to  account  for  a  smaller  share  of  the  total  cannot  be  viewed 
without  concern  when  it  is  realized  that  British  per  capita  consumption  of  cigar- 
ettes made  from  flue-cured  tobacco  cannot  be  expected  to  increase  indefinitely, 
and  that  a  stationary  or  declining  total  population  is  in  prospect  for  the  United 
Kingdom  in  the  near  future. 

Flue-cured  tobacco:     Production,  price,  and  experts  of  specified 
countries  cf  the  British  Empire,  1934-37 


C  cunt  ry  : 

Product  ion  : 

Price  i 

Exports  1/ 

-1937. 
1934;i935;i936; 

  n  A  17  ry  t 

1934;i935:>1936';  ' 

•1937 
1934;i935*#1936; 

India  ............. 

Canada  ••<>••. .o.s.. 

Southern  Rhodesia  . 

Nyasaland   

Total,  reporting 
c  cunt  r  ie  s  

:    Million  pounds 

Cents 

,  Million  pounds 

:13.5  16.4  19.5  38.5 
:22.1  35.2  24.6  53.7 
:19.5  20.7  20.3  25.0 
:  1.5     2.1  2.0 

.10,1    9.3  12.6  13.4 
.24.7  24.5  29.3  27.0 
:          14.8  21.2  25.0 

:  1.8    5.0    8.3  21.1 
:  4.9    4.5     6.5  5.4 
:16.0  17.4  17.3  19.5 
:  1.7       .9     1.1  1.2 

:56.6  74.4  66.4  117.2 

:24.4  27.8  33.2  47.2 

1/  Calendar  year  from  official  sources  for  Canada  and  Nyasaland j  India  and  South- 
ern Rhodesia  from  report  cf  foreign  tobacco  specialist  of  the_  Bureau  cf  Agricul- 
tural Economics.    Exports  from  Canada  for  crop  year  1937-38  estimated  by  foreign 
tobacco  specialist  to  amount  to  13  million  pounds. 
2/  Preliminary  estimate. 
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Empire  tobacco  as  a  percentage  of  all  tobacco  cleared  for  home  consumpti: 
amounted  to  only  1  percent  in  1919,  to  between  l6  and  17  percent  in  1928  and  to! 
over  24  percent  in  1937.    While  these  fig-ores  relate  to  all  tobacco,  a  consider 
part  ^  of  the  increase  —  especially  in  recent  years  —  in  the  proportion  of  tots' 
utilization  represented  by  Empire  growths  has  been  due  to  the  increasing  utilil 
tion  of  Empire  flue-cured.    The  competitive  position  of  Empire  flue-cured  has 
been  strengthened  by  a  preferential  import  duty  which  since  1925  has  been  the 
equivalent  of  approximately  50  cents  per  pound.    The  demand  for  Empire  growths 
during  the  last  year  or  two  has  been  sufficient  to  result  in  increased  prices 
to  growers  even  though  crops  have  been  much  larger.    This  makes  it  seem  probabl 
that  production  and  utilization  of  Empire  leaf  will  "be  increased  still  further 
in  the  next  season  or  two. 

Orient.-    Exports  of  American  flue-cured  tobacco  to  China,  Manchuria  and; 
the  Japanese  Empire  have  >een  reduced  considerably  this  season  as  compared  withj 
last,  due  to  restrictions  on  imports  and  reductions  in  consumption  associated 
with  military  operations.    The  carry-over  of  leaf  into  the  next  season  will  be 
larger  than  a  year  earlier,  but  production  in  the  area  as  a  whole  will  be 
materially  less  than  in  1937.    It  seems  doubtful  whether  any  substantial  improv* 
ment  in  the  market  for  American  flue-cured  tobacco  will  take  place  in  these 
countries  during  the  next  few  months. 

Imports  of  tobacco  into  China  have  virtually  ceased  because  of  the  refus 
of  the  Chinese  Government  to  make  allotments  of  foreign  exchange  on  imports  of 
goods  that  are  not  vitally  needed.     Imports  would  have  been  considerably  curtai 
in  any  case  due  to  the  disruption  of  cigarette  manufacturing  in  the  areas  where 
hostilities  have  been  taking  place,  the  difficulties  encountered  in  distributin 
cigarettes  in  the  interior  of  the  country,  and  the  reduced  purchasing  power  of 
many  of  the  people.    A  considerable  number  of  Chinese  cigarette  factories  have 
been  closed,  removed  to  areas  not  under  the  control  of  the  Japanese,  or  have  be 
taken  over  by  the  Japanese.    A  material  decrease  in  the  manufacture  of  cigarett 
in  Chinese  factories  will  be  partly  offset  as  far  as  Chinese  tobacco  is  concern 
by  the  increased  consumption  of  hand-rolled  cigarettes  made  from  native  leaf. 
Eron  a  longer-time  point  of  view,  the  position  of  American  tobacco  may  be  injur 
by  the  apparent  intentions  of  the  Japanese  to  expand  their  cigarette  manufactur 
operations  in  China.     It  is  expected  that  they  will  eventually  take  over  Chines 
factories  in  Japanese  controlled  areas  ar.d  establish  some  new  ones.    This  move- 
ment is  already  under  way  in  Shanghai.    This  will  be  a  serious  threat  to  Chines 
and  foreign  factories  throughout  China  as  a  whole  as  the  Japanese  will  be  in  a 
preferential  position  with  respect  to  taxes,  freight  rates,  etc.     It  is  also 
reasonable  to  believe  that  an  attempt  would  be  made  to  use  larger  quantities 
of  Chinese  leaf  and  to  reduce  imports  of  American  tobacco  to  a  minimum. 

The  area  and  production  of  flue-cured  tobacco  in  China  is  expected  to  be 
sharply  decreased  in  193^  as  compared  with  1937.    Probably  the  most  important 
factor  malting  for  this  decrease  is  the  disturbed  marketing  situation.     It  is 
estimated  that  at  the  present  time  only  from  Ho  to  50  percent  of  the  1937  crop 
has  been  purchased.    An  important  part  of  the  tobacco  still  on  hand  will  not 
be  sold  for  commercial  use  but  will  be  consumed  locally.    The  1937  crop  in 
Shantung  was  reported  to  be  the  best  in  quality  for  several  years,  and  recently 
buying  has  been  in  progress  at  Tsingtao  and  to  a  smaller  extent  in  the  interior 
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jThe  buying  of  tobacco  is  rendered  difficult,  however,  by  the  generally  unsettled 
'conditions  and  137  currency  and  exchange  difficulties,  part  of  the  latter  "being 
lassociated  with  the  atter.pt  to  change  the  currency  and  banking  system  in  the 
UTapanese  dominated  North  China  area.    On  the  basis  of  present  conditions,  it  is 
estimated  that  the  production  of  flue-cured  tobacco  in  China  in  1932  will  be  but 
a  little  more  than  a  third  as  large  as  the  record  crop  of  1537. 

Imports  of  leaf  tobacco  into  Japan  were  considerably  reduced  during  the 
1337-35  season  due  principally  to  foreign  exchange  restrictions.    Production  of 
flue-cured  tobacco  in  Japan  has  increased  in  recent  years,  and  it  is  planned  to 
continue  this  expansion.    The  plan  is  to  increase  the  193?;  acreage  for  flue- 
cored  to  55,382  acres.    This  is  an  increase  of  about  15  percent  over  the  large 
1937  area/  Production  is  expected  to  amount  to  nearly  33  million  pounds  which 
would  be  a  new  record  production  for  the  Japanese  Empire.    Increased  acreage 
and  production  is  planned  not  only  for  Japan  proper  but  also  for  Formosa  and 
Korea. 

The  Government  of  Manchuria  -plans  an  acreage  of  5.903  acres  for  193s»  M 
it  is  doubtful  whether  the  area  will  be  this  large  due  to  rather  unfavorable 
returns  from  the  1937  crop.    It  is  estimated,  however,  that  the  acreage  will 
amount  to  about  5,400  acres,  a  20  percent  increase  over  1337. 

Flue-cured  tobacco:    Production,  and  farm  price  in  specified 
countries  of  the  Orient,  1333-33 


Country 


flxlTlS,    •  •  •  • 

tanchuria. 

Japan  .... 

Chosen  ... . 

Sfaiwan.  . . . 

Total 
reporting 
countriep 


Production 


Price  to  ff* overs 


1333  :lS3l*  51935  :133^  :1937  :1332  i/:J-333s_  133^  :1335  :193^  ^937 

Cents  Cents  Cents  Cents  Cents 


Mil. 
lb. 


Mil. 
lb. 


Mil. 
lb. 


Mil. 
lb. 


Mil. 
lb. 


Mil. 

lb. 


2.5 
Ho. 3 
5.3 


3.5 
44.6 

7.1 
1.1 


3.5 
51.3 
7.1 
1.3 


30 
.0 

43.9 

7.^ 

1.9 


210.0 

72.0 

3.7 

5.9 

5.6 

5.3 

6.4 

3.3 

3.6 

3.7 

3.5 

3.5 

62.2 

9.3 

9.7 

10.0 

9.9 

11.6 

10.2 

12/4 

2.5 

7.7 

7.4 

7.7 

9.3 

3.5 

13. 4 

10.5 

12.2 

13.2 

198.2  196.3  226.2  242. 0  230.6  I67.I 


1/    Preliminary  estimate. 


BU3L3Y,  TYP3  31 


The  indicated  acreage  of  Burley  tobacco  as  of  July  1  is  slightly  larger 
than  1937  harvested  acreage  but  about  45,000  acres  less  than  that  indicated  as 
of  March  1  this  year.    As  in  the  case  of  flue-cured,  growers  did  not  know  on 
March  1  that  a  marketing  quota  was  to  be  in  effect.    A  quota  of  350  million 
pounds,  houever,  was  approved  by  grovrers  in  a  referendum  held  on  April  9«  3y 
a  subsequent  amendment  to  the  Agricultural  Adjustment  Act  of  193s  approved  May  31 
the  national  quota  was  increased  to  provide  for  each  State  in  addition  to  the 
State  poundage  allotment,  a  poundage  not  in  excess  of  2  percent  of  the  allotment. 
This  in  effect  increased  the  national  marketing  quota  to  357  million  pounds. 
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The  indicated  area  of  ^3,000  acres  with  a  prospective  yield  per  acre  of 
S99  pounds,  only  slightly  smaller  than  the  high  yield  of  last  year,  results  in 
an  indicated  production  as  of  July  1  of  353,053,000  pounds  or  only  1  percent 
smaller  than  the  large  1937  crop  and  over  ho  million  pounds  in  excess  of  the 
marketing  quota. 

Stocks  of  Burley  on  October  1  are  expected  to  amount  to  ah  out  635  nilliol 
pounds  or  11  percent  more  than  a  year  earlier  hut  about  13  percent  below  the 
1932-3^  average.  Stocks  during  the  ^-yee.r  period,  however,  were  somewhat  highe 
than  normal  and  estimated  stocks  at  the  "beginning  of  the  coming  season  cannot 
he  considered  to  he  low  relative  to  probable  disappearance.  Indicated  producti 
as  of  July  1  plus  prospective  stocks  give  a  total  supply  of  1,033,000,000  pound 
or  6  percent  above  that  of  the  preceding  season. 

Hurley  is  used  principally  in  the  domestic  manufacture  of  cigarettes. 
Smaller  quantities  are  utilized  in  the  manufacture  of  light  smoking  mixtures 
and  chewing  tobacco,  and  still  smaller  amounts  are  exported.     The  demand  outloo 
for  Burley  is  very  similar  to  the  domes tic- demand  outlook  for  flue-cured. 
Prices  of  Burley  showed  more  than  the  usual  season  decline  during  the  closing 
weeks  of  the  last  marketing  season  but  the  season  average  price  of  20.1  cents 
was,  with  the  exception  of  193^—37 »  the  highest  average  since  1922.  Production! 
of  H02, 731»000  pounds  was  the  second  largest  crop  on  record,  and  the  value  of 
the  crop  at  nearly  31  million  dollars  was  the  largest  since  1923. 

Dn  the  basis  of  present  indications,  the  position  of  Burley  tobacco 
growers  probably  will  be  somewhat  less  favorable  in  1933-39  than  in  1937-33. 


Burley  tobacco:    Domestic  supplies,  disappearance,  and  season  average 
price,  average  1932-36,  annual  1937-3"  1/ 


:  :  Stocks,   :    Total     disappearance ,  :Averag 

Year              :Production:  Qct#  ]_     :     SUppiy  :  year  "begin-  :  price 

 I  :  :                  :  nineT  October  :ioer  po 

:    Million     Million      Million  Million  . 

:    pounds       pounds       pounds            pounds  Cent 

Average  1932-36  .:       27U.3         735. 0     1,009.3             297.0  19. 

1937    2/  :       U02.7         570         97^.5         2/  339.5  20.. 

1933   :  y  393.0     3/635.0- 3/1,033.0 


1/    Parm- sales-weight  equivalent.  2/  Preliminary. 

3/    Estimated.  hf     Indicated  July  1. 
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MARYLAND,  TYPE  32 

Based  on  conditions  as  of  July  1,  the  area  and  production  of  Southern 
Maryland  tobacco  this  season  will  amount  to  38,500  acres  and  28,875,000  pounds, 
respectively.    These  are  increases  of  7  percent  and  l4.6  percent  over  1937. 
The  prospective  yield  per  acre  is  750  pounds  as  compared  with  700  pounds  last 
season. 

Stocks  on  January  1,  1939,  are  expected  to  "be  about  39.2  million  pound s, 
or  about  2  million  less  than  on  January  1,  1933.    The  total  prospective  supply 
available  for  the  1939  ( January- to-December)  marketing  year  of  68,100,000  pounds 
is  slightly  larger  than  for  1938. 

Maryland  tobacco  is  used,  largely  "because  of  its  desirable  burning 
qualities,  in  the  making  of  cigarettes,   smoking  mixtures  and  cigars,  particularly 
cigarettes.    Exports  formerly  were  of  considerable  importance,  but  they  have 
declined  greatly  in  recent  years.    Exports  in  the  5  months  ended  May  31  showed 
a  sharp  decrease  from  the  corresponding  period  a  year  earlier.    At  the  present 
tir.e,  over  5  months  "before  the  beginning  of  the  new  marketing  season,  no  material 
change  in  the  market  situationfor  Maryland  tobacco  is  in  prospect,  although  a 
slight  decline  in  prices  below  the  level  of  those  received  during  the  present 
season  is  not  unlikely. 


Maryland  tobacco:    Domestic  supplies,  disappearance,  and  season 
average  price,  average  1932-36,  annual  1937-38  1/ 


Year 

[Production: 

Stocks,  Jan.: 
of  follow-  : 
ins  year  : 

Total 
supply 

:Di  sappearance , 
:  following 
: calendar  year 

.•Average 
:  price 
:per  pound 

:  Million 
!  pounds 

Million 
pounds 

Million 

pounds 

Million 
pounds 

Cents 

Average  19 32-36  < 

r  27.3 

36,9 

64.2 

25.5 

19.5 

1937    2/  j 

25.2 
4/  28.9 

4l.l 

3/  39.2 

66.3 
3/  68.1 

3/  27.1 

22.0 

3/  Estimated. 


2/  Preliminary. 
4/     Indicated  July  1. 


EIRE-CUBED  AH)  DARK  AIR- CURED  TtBACCO,  TYPES  21-24  AUD  35-37 

Total  acreage  of  fire-cured  and  dark  air-cured  tobacco  amounts  to  171,600 
acres,  a  decrease  of  14,400  acres  from  that  indicated  as  of  March  1.    As  in  the 
case  of  flue-ooired  and  Durley,  the  approval  of  a  marketing  quota,  on  March  12 
probably  resulted  in  some  revision  in  growers'  plans.    Total  production  of  dark 
types,  based  on  conditions  as  of  July  1,  will  be  146,771,000  pounds  or  11  percent 
less  than  the  1937  crop  of  164,700,000  pounds  and  slightly  less  than  the  market- 
ing quota  of  1^7,900,000  pounds  (increased  by  2  percent  over  original  quota  of 
145  million  pounds  by  same  amendments  which  affected  flue-cured  and  Burley  quotas) 
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Estimated  disappearance  in  the  12  months  ended  September  30,  1933, 
exceeds  production  in  the  case  of  fire-cured  out  is  slightly  less  than  product]] 
of  dark  air-cured.     Total  stocks  of  "both  kinds  on  October  1,  1933,  are  estimate 
at  210  million  pounds  as  compared  with  218,900,000  a  year  earlier.    This  reduc-| 
tion  in  stocks  is  attributed  to  the  "byproducts  diversion  program  of  the 
Agricultural  Adjustment  Administration.    The  total  supply  of  dark  tobaccos  for 
the  season  beginning  October  1  is  estimated  at  356,000, 000  pounds  as  compared 
with  3S3»700,000  pounds  in  the  preceding  year.    A  reduction  of  9  percent  is 
indicated  for  fire-cured  while  that  indicated  for  dark  air-cured  is  slights 

Comparatively  little  change  is  to  "be  expected  in  the  domestic  consumptic 
of  snuff  and  manufactured  tobacco.    Tax-paid  withdrawals  and  production  of  the 
various  forms  of  manufactured  tobacco  have  been  irregularly  lower  during  the 
past  10  or  11  months  than  in  the  corresponding  period  a  yep.r  earlier,  but  no 
pronounced  change  from  the  fairly  stable  level  of  consumption  of  recent  years 
is  likely  in  the  near  future. 

Dark  tobaccos:    Domestic  supplies,  disappearance,  and  sea.son 
average  price,  overage  1932-36",  annual  1937~33  iJ 

Fire-cured 


Year 


:     Stocks,  :     Total     :Disappearance ,   :  Average* 
Production:     3ct.  1  :     supply  :    year  be-  :  price  pe 


:  Million 

Million 

Million 

Million 

:  "Pounds 

pounds 

pounds 

oounds 

Cents 

:  120.5 

209.7 

330.2 

128.0 

9.5 

:  117.4 

170.7 

288.1 

1'  133.1 

10.7 

:  4/  107.0 

3/155.0 

1/262.0 

Total,  Types  21-2]-t 
Average  1 932-36 

1937  2/   

193S   


Dark  air- cured 


Total,  Types  35-37  i 

Average,  1932-36     :  .    32.7           73. 3  1C-6.0 

1937  2/  :                         H8.2  95.6 

193S  ,  :  h/    39.3  3/  55.O  3/  9^.3 

One  Sucker,  Type  35 : 

Average  1932-36.^ . :  I5.2            33.3  U3.5 

1937    2/  :.  2>+.6            23. S  HS.U 

1933   :  y  21.3  3/    31.0  3/  52. S 

Green  River, Type  jSz 

Average  1932-36  ..:  15.2            36.7  5L9 

1937  2/  :  19. 3            22.0  kl.S 

1933   :  h/  15.3.     3/    21.0  3/  3b. 3 

Va.  Sun-cured, Type  37 

Average  1932-36      :  2.3              3.3  5.6 

1937  2/  :  3.0             2.1+  5.1+ 

1933   :  y    2.2  3/      3.0  3/  5.2 

1/    Farm- sales-weight  equivalent. 

3/    Estimated.  hf     Indicated  July  1. 


39.5 
3/    Ho. 6 


17. 3 
3/    17. ^ 


19.1 
3/  20.8 


2.6 
1/  2.H 


3.5 
3.1 


8.6 

7.M 


3.2 
9.0 


10.2 
3.9 


2/  Preliminary. 


jrs-7  -  13  ~ 

There  are  no  indications  that  the  downward  trend  in.  exports  of  American 
tire-cured  and  dark  air-cured  tobaccos  which  has  featured  the  post-war  years, 
and  especially  the  period  since  1929,  has  been  arrested.    Exports  in  the  8  months 

3ctober-May,  including  leaf,  and  Blackfat,  water  baler,  and  dark  African 
were  smaller  than  in  the  corresponding  period  in  the  preceding  year.  Decreased 
consumption  of  .-11  dark  tobaccos,  exchange  restrictions,  expanded  domestic 
production  in  foreign  countries  and  other  factors  have  greatly  curtailed  foreign 
markets  for  United  States  fire-cured  and  dark  air-cured  tobaccos. 

The  conclusion  reached  in  The  Tobacco  Situation  for  March  still  seems  to 
be  warranted,  namely,  that  notwithstanding  the  expected  decrease  in  supplies  of 
dark  tobaccos,  the  situation  in  the  season  beginning  October  1  is  expected  to 
continue  relatively  unfavorable. 

CIBAH  TOBACCO,  TYPES  41-62 

Production  of  all  types  of  cigar  tobacco  in  193^.  according  to  conditions 
as  of  July  1  will  total  121,245,000  pounds,  an  increase  of  14.6  percent  over 
1937.    An"  increase  of  7.7  percent  is  indicated  for  filler,  19.3  for  binder  and 
22.2  for  wrapper.    The  increase  in  filler  production  results  mainly  from  a 
larger  area  and  a  higher  yield  per  acre  for  Pennsylvania  Seedleaf ,  Type  41. 
Among  the  more  important  binder  types,  the  output  of  Connecticut  tobaccos, 
Broadleaf ,  Type  51  and  Havana  Seed,  Type  52  show  comparatively  little  change 
from  last  season,  but  Southern  Wisconsin,  Type  54  and  Northern  Wisconsin, 
Type  55  show  increases  of  46  and  19  percent,  respectively.    The  increased  pro- 
duction of  wrapper  results  from  larger  crops  of  both  Connecticut  Valley  and 
Georgia  and  Florida  shade-grown  types. 

Stocks  of  all  three  classes  of  cigar  tobacco,  filler,  binder,  and  wrapper 
on  October  1,  1933,  are  expected  to  be  less  than  a  year  earlier  and  materially 
below  the  average  for  the  5  years  1932-3°.    Due. to  the  prospective  reduction 
in  stocks,  total  supplies  for  naxt  season  of  filler  and  binder  tobaccos  are 
expected  to  be  slightly  smaller  than  in  IS37~3S«    Indications  are  that  the 
supply  of  wrapper  will  be  about  1,900,000  pounds  or  9  percent  larger. 

Tax-paid  withdrawals  of  large  cigars  in  the  11  months  ended  May  31 1  193Si 
werQ  U.U  percent  less  than  in  the  corresponding  period  a  year  earlier.  With- 
drawals in  the  5  months  January  to  May  were  3  percent  below  those  of  1937*  ^e 
decline  in  consumer  purchasing  power  during  the  past  year  has  affected  adversely 
the  consumption  of  cigars,  and  withdrawals  probably  will  show  little  improvement 
during  the  coming  season  unless  business  activity  increases  considerably. 

With  slightly  smaller  supplies  of  filler  and  binder  and  only  a^moderate 
increase  in  the  supply  of  wrapper,  the  situation  next  year  probably  will  not 
be  greatly  different  from  that  of  the  present  season.    In  view,  however,  of  { 
the  much  larger  percentage  of  total  supply  represented  by  production,  some 
decline  in  prices  below  those  of  1937-3S  is  likely,  particularly  for  those  types 
showing  the  sharpest  increases  in  production. 
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Cigar  tobacco:     Domestic  supplies,  disappearance,  and  season  average 
.  price,  average  1932-36,  annual  1937-38  l/ 


:                   :  Stocks, 

Class  and  year 

:Production:    Oct.  1 

■    ,     =   y  ._ 

£ 

Disappearance,:  Average 
year  beginning:  price  per 
October       :  pound 


!  Mil. lb.  Mil,  lb.      Mil,  lb. 
Filler,  Types  41-45  : 

Average  1932-36  ....:      47.3  174.4  221.7 

1937  3/  ..:      45.6  161.1  206.7 

1938   s  5/49.1  4/154.4         4/  203.5 

Binder,  Types  51-55  : 

Average  1932-36  ....:      42.6  197.6  240.2 

1937  3/  :       51.2  137.4  188„6 

1938   ........:   5/61.1  4_/l25.6  4/  186.7 

Wrapper,  Types  61-62  : 

Average  1932-36  .  .„.:  705 

1937  3/  :  9*0 

1938    :  5/11,0 


Mil,,  lb. 

53.5 
4/  52.3 


58.9 

4/  63.0 


Cents 

7.9 
9.9 


11.0 
13.3 


22.6 
21.8 

23.7 


8.6 
9.1 


69.1 
87.2 


15.1 
12.8 
4/  12.7 

1/"  Farm- sale  sleight  equivalent"  2/  Stocks  held  on  farms  net  included.  3/  P'j 
liminary.  4/  Estimated.  5/  Indicated  July  1. 

Tax-paid  withdrawals  of  tobacco  products,  July-May,  and  production  of  manu- 
factured tobacco  July-April,  in  the  United  States,  1936-37  and  1937-38  l/ 


Products 


Small  cigarettes 
Large  cigarettes 
Large  c igars  . . . 
Small  cigars  . . . 

Snuff  2/   

Manufactured 
tobacco  2/  . . . 


Tax -paid  withdrawals  11  : 
mor:'-hs_  beginning  July  : 
1036     :     "19*37   :  ChTngo: 


Manufactured 
t  obacco 


Millions  Millions  Percent : 
144,421     149,665     *  3.6  : 

3  3        0.0  : Smoking  ..... 

5,091        4,869     -  4.4  :Plug   

176  163    -  7.4  : Twist   ■ 

34,036      33,985    -     .1  :Fine-cut  .... 

: Scrap  chewing 


279,973    272,824    -  2.6 


Production  10  months 
beginning  July 


.936 


1937 


Cha: 


1,000 
p  ound  s 
159,391 
49,972 
5,557 
4,662 
3.7,534 


1,000 
pounds 
156,824 
46,009 
4,996 
4,282 
35,805 


Pe: 
ce: 

-~T 

-  7 

-10 
-J 

-  4 


1/  Tax-paid  withdrawals  include  products  from  the  Philippine  Islands  and  Puerto 
"Rico,  2/  Thousand  pounds. 


Exports  of  tobacco  from  the  United  States  by  types,  export  weight, 

1936  and  1937 

:  §  months  beginning  Octcber 
 TyPe  :  1936          :  1937 

:  1,000  pounds     1,000  pounds 

Flue-cured    l/  . .  .  .:  290,861  350,084 

Burley  :  8,197  7,930 

Ky.  and  Tenn.  fire-cured   :  35,969  33,747 

Va.  fire-cured  :  6,961  5,479 

Maryland  2/  :  2,792  1,722 

One  Sucker  :  349  148 

Green  River  :  1,909  2,837 

Cigar  leaf   :  364  997 

Black  fat,  water  baler,  and  dark  African:  7,025  5,039 

Stems,  trimmings,  and  scrap   ....:  17,607  13,643 

l/  11  months  beginning  July,                    2/  5  months  beginning  January. 


Change 


Percent 
*  20.4 

-  3.3 

-  6.2 

-  2 1 .  Z 

-  38.2 

-  57.6' 
*-48.f! 
+  173.9. 

-  28 J 

-  22. f 
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Acreage  and  production  of  tobacco  in  the  United  States,  by  types,  1937  and  1958 


Acreage 


Production 


J.y  6  I  , 

1938 
V 

;  : 

.Change  m 

±yo  ( 

:     1938  : 

P  y  .Change 

1,000 

1,000 

Per- 

Mil. 

Mil . 

Per- 

acres 

acres 

cent 

pounds 

pounds 

cent 

973.3 

934.0 

-  4.0 

854.9 

801.7 

-  6.2 

362.0 

343.0 

-  5.2 

281.6 

267.4 

-  5.0 

330.0 

310.0 

-  6.1 

305.3 

271.2 

-11.2 

185.0 

167.0 

-  9.7 

180.0 

150.3 

-16.5 

96.3 

114.0 

418.4 

88.0 

112.8 

428.2 

141.5 

127.0 

-10.2 

117.4 

107.0 

-  8.9 

24  5 

21  6 

-IT  8 

1  9  -4 

17.3 

-10.8 

80.0 

72.0 

-10.0 

67.7 

61.5 

-  9.2 

34  .  5 

30  9 

-10-4 

28.2 

26.0 

-  7.8 

2.5 

2.5 

0.0 

2.1 

2.2 

4  4.8 

441.6 

443.0 

4  .3 

402.7 

398.0 

-  1.2 

36.0 

38  5 

A  6  9 

25.2 

28.9 

♦14.7 

52.9 

44.6 

-15.7 

47.4 

39.8 

-16.0 

27.1 

24.2 

-10.7 

24.6 

—  1  J.  •  '± 

22.0 

17.6 

-20.0 

19.8 

15.8 

-20.2 

O  »  O 

?  R 

7  o 

2.2 

-26.7 

40.7 

41.3 

+  1.5 

45.6 

49.1 

♦  7.7 

23.5 

24.0 

4  2.1 

28.7 

32.4 

412.9 

16.1 

16.1 

0.0 

15.7 

15.3 

-  2,5 

1.1 

1.2 

4  9.1 

1.2 

1 .4 

+  16.7 

35.6 

41.6 

416.9 

51.2 

61,1 

419.3 

9.1 

8.8 

-  3.3 

14.0 

14.5 

4  3.6 

6.6 

6,5 

-  1.5 

10.2 

10.  O 

•     O  Q 

-  c .» 

1.1 

1.4 

♦  27.3 

1.5 

1.8 

420.0 

11.0 

15,1 

437.3 

14.5 

OI  o 
<Cl  .£ 

♦  4b  .  c 

7.8 

9.8 

425.6 

11.0 

13.1 

419 . 1 

10.0 

10.8 

4  8.0 

9.0 

11.0 

♦22.2 

7.2 

7.6 

4  5.6 

6.5 

7.8 

420.0 

2.8 

3.2 

♦14.3 

2.5 

3.2 

428.0 

.,731.6 

1,680.8 

-  2.9 

1,553.4 

1,496.6 

-  3.7 

Total  flue-cured,  Types  11-14  , 
Old  and  Middle  Belt,  Type  11 
Eastern  North  Carolina,  Type 
Scuth  Carolina,  Type  13  .... 
Georgia,  Type  14   , 
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Burley,  Type  31  . 
Maryland,  Type  32 


Total  fire-cured,  Types  21-24 

Virginia,  Type  21   , 

Ky.  and  Tenn.,  Type  22  ..... 
Ky.  and  Tenn.,  Type  23  ..... 
Henderson,  Type  24  , 


Total  dark  air-cured,  Types  35-37 
One  Sucker,  Type  35  

-  Green  River,  Type  36   

Va.  sun-cured,  Type  37   


Total  cigar  filler,  Types  41-45  .. 

pa.  Seedleaf,  Type  41   

Miami  Valley,  Types,  42-44  .... 
Ga.  and  Fla.  sun-grown,  Type  45 

Total  cigar  binder,  Types  51-55  . . 
Conn. Valley  Broadleaf,  Type  51  . 
Conn. Valley  Havana  Seed,  Type  52 
N.Y.  and  Pa, Havana  Seed,  Type  53 
Southern  Wisconsin,  Type  54  .... 
Northern  'Wisconsin,  Type  55  .... 


Total  cigar  wrapper,  Types  61-62  . 
J  Conn.Valley  Shadegrown,Type  61  . 
m     Ga.  and  Fla.  Shadegrcwn,Type  62. 


Total,  all  types  ... 
iy  Preliminary. 


2/  Indicated  July  1. 
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THE    TOBACCO    SITUATION  £ 

FLUE- CURED  PRODUCTION  Ati)  CONSUMPTION  REDUCED  IN  THE  ORIENT 

The  total  1938  flue-cured  tobacco  acreage  in  the  Orient  (China, 
Manchuria,  and  the  Japanese  Empire)  is  estimated  to  be  about  45  percent 
smaller  than  last  year,  and  production  based  on  probable  yields  is  forecast 
at  approximately  167  million  pounds  as  compared  with  the  record  harvest  last 
year  of  290  million  pounds,  according  to  a  report  received  from  Agricultural 
Commissioner  Owen  L.  Dawson  in  the  Shanghai  Office  of  the  Bureau  of  Agricul- 
tural Economics.    The  acreage  is  larger  this  year  in  the  Japanese  Empire  and 
in  Manchuria  but  these  increases  are  more  than  offset  by  a  large  reduction 
in  China. 

Imports  of  American  leaf  tobacco  into  oriental  countries  for  the 
1937-38  season  (October  through  September)  will  show  a  material  reduction 
from  last  year  owing  chiefly  to  restrictions  on  imports  into  the  Japanese, 
Empire  and  Manchuria,  and  to  exchange  difficulties  in  China.     The  carry-over 
of  domestically  produced  flue-cured  tobacco  on  September  30  will  be  larger 
than  a  year  ago  but  because  of  the  smaller  production  this  year  the  total 
supply  available  for  1938-39  is  expected  to  be  considerably  less  than  at  the 
beginning  of  the  current  season.     It  is  doubtful  if  imports  of  flue-cured  to- 
bacco will  show  an  increase  during  1938-39,  however,  owing  to  import  restric- 
tions, exchange  difficulties,  and  to  the  unsettled  economic  and  political 
conditions. 

The  consumption  of  flue-cured  tobacco  in  oriental  countries  during 
the  1937-38  season  has  been  substantially  reduced  in  China  and  Manchuria 
and  possibly  to  a  small  extent  in  the  Japanese  Empire.     The  chief  cause  of 
the  reduced  consumption  in  China  is  the  Sino-Japanese  conflict,  which  has 
disrupted  transportation,  making  difficult  the  distribution  of  cigarettes 
to  the  interior,  and  reduced  the  purchasing  power  of  the  Chinese  people. 
Import  restrictions  on  leaf  into  Manchuria  have  resulted  in  a  definite  de- 
crease in  the  production  of  cigarettes;  otherwise  the  consumption  might  be 
up  to  that  of  last  year.     In  Jopan  a  slight  decrease  is  estimated  as  a  result 
of  advances  in  cigarette  prices.     It  is  believed  that  a  small  part  of  the  1937 
Chinese  crop  was  spoiled  owing  to  hostilities.     In  China  there  has  undoubtedly 
been  an  increase  in  the  consumption  of  hand-rolled  cigarettes,  made  entirely 
of  domestic  leaf,  which  has  offset  to  some  extent  the  large  decrease  in  the 


consumption  of  manufactured  cigarettes.    The  total  use  of  leaf  tobacco  in 
cigarette  manufacture  in  oriental  countries  during  the  1937-38  season  is  now 
estimated  at  270  million  pounds  (redried  weight)  as  compared  with  304  million 
pounds  during  the  1936-37  season. 

Stocks  of  flue-cured  tobacco  in  oriental  countries  have  increased  this 
season  as  a  result  of  the  reduced  production  of  manufactured  cigarettes  in 
China  and  the  delayed  marketing  of  the  1937  crop.    Stocks  of  American  leaf 
tobacco  in  China  are  small  and  no  more  is  being  imported  owing  to  the  inabil- 
ity to  obtain  exchange.     Stocks  of  American  leaf  in  Japan  are  sufficient  for 
a  few  months'  consumption  at  the  reduced  rate  now  in  practice.     In  Manchuria 
flue-cured  stocks  are  very  low. 

One  of  the  most  important  developments  growing  out  of  hostilities  is 
the  progress  and  plans  of  Japanese  cigarette  companies  toward  extending  op- 
erations in  China.     It  is  expected  that  they  will  eventually  take  over  Chin- 
ese factories  in  Japanese-controlled  areas  and  establish  some  new  ones.  It 
is  reported  that  of  the  14  Chinese-owned  cigarette  factories  located  in  the 
eastern  district  of  Shanghai  8  have  recently  been  taken  over  by  Japanese  in- 
terests and  are  being  reconditioned  for  manufacturing  operations.  Reports 
also  indicate  that  Japanese  cigarette  companies  are  planning  to  expand  oper- 
ations at  a  number  of  points  in  North  China.     It  is  evident  that  such  an  ex- 
tension of  control  by  the  Japanese  of  cigarette  production  in  China  would 
accelerate  the  tendency  to  use  Chinese  tobacco  to  the  exclusion  of  American 
leaf  as  soon  as  conditions  affecting  production  in-  important  areas  become 
more  settled.    Future  plans  of  the  Japanese  monopoly  or  its  subsidiaries  may 
also  include  promotion  of  flue-cured  production  to  the  point  where  increases 
in  exports  will  be  possible  if  their  control  in  China  becomes  effective. 

Chinese  flue-cured  crop  greatly  reduced 

The  production  of  flue-cured  tobacco  in  China  in  1938  is  forecast  at 
the  present  time  at  78  million  pounds  or  more  than  60  percent  below  the  1937 
harvest.    This  compares  with  the  5-year  average  production,  1932-1936',  of 
147  million  pounds  and  will  be  the  smallest  crop  since  1929. 

Of  the  three  flue-cured  producing  districts  in  China,  Japanese  forces 
are  in  control  of  two  and  hostilities  border  on  the  third.     Chinese  farmers 
have  found  it  very  difficult  to  market  their  1937  crop,  and  most  of  that  which 
has  been  sold  was  disposed  of  at  very  low  prices.    Another  factor  in  reducing 
tobacco  acreage  this  season  has  been  the  desire  of  farmers  to  produce  food 
crops. 

Cigarette  manufacturing  companies  located  in  port  cities  have  had 
considerable  difficulty  in  obtaining  Chinese  flue-cured  leaf  from  the  record 
1937  crop.     It  is  estimated  that  only  about  40  or  50  percent  of  last  year's 
crop  has  moved  out  of  the  producing  districts.     Some  of  the  Shantung  crop 
is  now  being  purchased  at  Tsingtao  and  is  reported  to  consist  of  a  large 
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percentage  9$  high-grade  leaf  with  .prices  averaging  about  5  United  States 
cents  per  pound.    Little  is  known  about  what  proportion  of  the  Anhwei  flue- 
cured  1937  crop  has  reached  port  cities  but  the  amount  is  believed  to  be 
comparatively  small.     Reports  indicate  that  about  50  percent  of  the  Honan 
crop  has  moved  out,  mostly  to  Hankow,  and  a  small  amount  to  other  interior 
cities. 

Imports  of  leaf  tobacco  into  China,  including" stems',  have  been-  re- 
duced and  will  be  somewhat  under  last  season  because  of  the  present  stop- 
page of  purchases  due  to  the  exchange  situation.     There  are  some  stocks  of 
American  leaf  tobacco  in  Shanghai  that  were  contracted  for  some  months  ago 
but  cannot  now  be  sold  owing  to  the  inability  of  merchants  to  obtain  foreign 
exchange  for  such  purchases  by  Chinese  factories.     The  Ministry  of  Finance 
of  the  Chinese  Government  now  makes  allotments  of  foreign  exchange  on  only 
those  classes  of  imported  goods  that  are  considered  vital  necessities.  Leaf 
tobacco  and  cigarettes  are  not  included  in  this  class.     If  an  allotment  of 
foreign  exchange  could  be  secured,  one  United  States  dollar  would  cost  ap- 
proximately 3.40  Yuan,  whereas  in  the  open  market  one  United  States  dollar 
costs  approximately  5.50  Yuan  at  the  nresent  time.     Imported  tobacco  sold  in 
the  open  market  is  almost  prohibitive  for  the  making  of  cigarettes  to  be  sold 
for  Chinese  money. 

The  activity  of  cigarette  factories  in  China  during  1937-38  has  been 
at  a  very  low  level.    Many  Chinese  cigarette  factories  in  Shanghai  and  other 
areas  under  Japanese  control  have  closed  or  removed  to  other  areas.     Only  at 
Hankow  have  the  factories  been  active  this  season. 

The  consumption  of  cigarettes  in  China  during  the  current  season  has 
been  greatly  reduced  not  only  as  a  result  of  the  inability  to  transport  cig- 
arettes to  the  interior  but  also  because  of  the  great  reduction  in  purchas- 
ing power  of  the  majority  of  the  people.     In  many  of  the  port  cities  fac- 
tory employees  and  laboring  people  who  are  regular  consumers  of  cigarettes 
have  had  their  income  practically  cut  off  during  the  current  season.  The 
increased  consumption  of  hand-rolled  cigarettes  in  the  interior  has  partly 
offset  the  reduced  consumption  of  the  Chinese  leaf  in  manufactured  cigarettes. 

Exports  of  flue-cured  tobacco  from  China  during  the  1937-38  season  are 
expected  to  be  below  the  amount  shipped  to  foreign  destinations  in  1936-37. 
It  is  estimated  that  approximately  10  million  pounds  will  be  shipped  fr^rn 
Shantung  to  Japan  this  season  as  compared  with  3,761,000  pounds  last  season. 
Exports  to  Manchuria,  however,  perhaps  have  been  considerably  reduced. 

Manchuria  flue-cured  production  increases 

The  1938  acreage  of  flue-cured  tobacco  in  Manchuria  is  estimated  by 
the  Shanghai  Office  at  5,400  acres,  a  20-percont  increase  over  the  1937 
area.    The  Division  of  Agriculture  of  the  Manchurian  Government  announced 
plans  for  an  area  of  5,900  acres  for  this  year  but  since  farmers  did  not 
receive  very  favorable  returns  from  last  year's  crop  it  is  not  expected  that 
the  acreage  will  amount  to  this  figure.     A  harvest  of  6,350,000  pounds  has 
been  forecast  for  this  year  as  compared  with  5,285,000  pounds  harvested  last 
year.    At  the  present  time  the  Manchurian  Government  is  encouraging  the  ex- 
pansion of  flue-cured  tobacco  and  plans  to  reach  a  production  of  37  million 
pounds  by  1941. 
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Imports  of  leof  tobacdo  into  Manchuria  in  1938  have  been  limited  by  the 
Manchurian  Government,  in  accordance  with  the  Trade  Control  Law,  to  a  total 
value  of  6,500,000  Manchurian  Yuan  (#1,946,800).     The  total  value  of  leal  im- 
ported during  the  1937  calendar  year  as  reported  by  the  Foreign  Trade  Returns 
was  about  7,600,000  Yuan  ($2,190,720).     The  permits  for  tobacco  imports  are 
allotted  to  different  companies,  a  small  amount  at  a  time,  and  permits  since 
the  last  of  January  have  not  been  sufficient  to  purchase  leaf  required  to 
meet  factory  demands.     Imports  of  leaf  tobacco  from  the  United  States  are  ex- 
pected to  show  a  material  decline,  owing  chiefly  to  exchange  difficulties. 

Japan  plans  increase  in  flue-cured 

The  1938  acreage  of  flue-cured  tobacco  in  the  Japanese  Empire  is  ex- 
pected to  equal  55,388  acres,  according  to  information  received  from  the 
Monopoly  Bureaus  of  the  different  parts  of  the  Empire.  This  represents  about 
a  15-percent  increase  over  the  record  acreage  of  1937.  The  production  of  flu 
cured  tobacco  for  1938  calculated  by  the  Monopoly  Bureaus  is  expected  to  reac. 
about  82  719,000  nounds  which  would  compare  with  the  record  harvest  ot  /d,^ii 
pounds  for  1937.  ^As  a  result  of  Japanese  import  restrictions  on  American  lea 
the  Monopoly  Bureaus  are  paying  more  attention  to  increasing  the  production  o 
flue-cured  types  at  this  time. 

In  Japan  proper  the  Monopoly  Bureau  fixed  the  1938  acreage  as  follows: 
Flue-cured  type  at  44,760  acres;  native  types  at  46,969  acres;  and  sun-cured 
Burley  at  1,310  acres.  These  acreages  are  calculated  by  the  monopoly  to  pro- 
duce 66,832,000  pounds  of  flue-cured  in  1938,  80,574,000  pounds  of  native 
types,  and  1,931,000  pounds  of  sun-cured  Burley.  The  increase  in  acreage  for 
flue-cured  tobacco  is  about  14  percent  over  the  preceding  year  and  is  more  th| 
for  any  other  type. 

The  Chosen  Monopoly  Bureau  places  the  1938  flue-cured  tobacco  acreage 
at  7,823  acres,  an  increase  of  23  percent  above  last  year.     The  increase  of 
flue-cured  tobacco  is  proportionately  more  in  Chosen  than  in  other  parts  oi 
the  Empire  owing  to  the  higher-quality  leaf  produced  there  as  a  result  of 
favorable  climatic  and  soil  conditions.     Assuming  a  yield  equal  to  the  aver- 
age of  the  past  5  years,  the  production  of  flue-cured  leaf  in  Chosen  m  1938 
will  amount  to  about  12,360,000  pounds,  which  will  be  the  largest  crop  ever 
harvested  for  this  area. 

The  1938  flue-cured  acreage  in  Taiwan  is  placed  at  2,805  acres,  a  15- 
percent  increase  over  that  of  last  year.    Production  is  forecast  at  3,527,00< 
pounds  as  compared  with  the  record  crop  of  2,885,000  pounds  in  1937. 

Imports  of  leaf  into  Japan  during  the  present  season,  owing  to  import 
restrictions,  will  be  limited  to  very  small  amounts  of  particular  types  re- 
quired in  the  making  of  some  of  the  more  expensive  brands  of  cigarettes.  EV" 
such  amounts  may  be  further  restricted  as  the  Ministry  of  Finance -has  greatl 
tightened  restrictions  during  recent  months.  Imports  from  the  United  States: 
which  are  composed  mostly  of  flue-cured  leaf,  are  likely  to  be  drastically  | 
duced.  Imports  from  China  probably  will  not  be  restricted,  and  because  of  t 
good  leaf  quality  produced  in  Shantung  in  1937  the  amount  may  oven  show  an  I 
crease  over  the  preceding  year. 

A  small  decrease  in  cigarette  consumption  in  the  Japanese  Empire  is  ea 
pected  on  account  of  the  price  increases  of  January  31,  1938.     This  may  be 
mostly  offset,  however,  by  increased  consumption  in  the  military  service  and| 
increased  exports  of  cigarettes  to  China. 
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FLUE-CURED  TOBACCO:    Production  in  the  Orient, 
1932  to  1938  a/ 


Japanese  Empire 

Total 

Year 

China 

Manchuria 

Japan  ; 
proper 

T^tal  ' 

for 
Orient 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

pounds 

pounds 

pounds 

pounds 

pounds 

pounds 

pounds 

1932   

1933   

1934   

1935   

104,000 
149 , 000 
140,000 
163,000 

2,000 
2,500 
3,000 
:  3,500 

23,669 
40,271 
44,626 
51,288 

7 , 024 : 
5,768 
7,055 
7,063 

489 
629 
1,076 
1,262 

31,182 
:  46,668 
:  52,757 
:  59,6.13 

137,182 
198,168 
:  195,757 
:  226,113 

1936   

180,005 

3,800 

:  48,893 

7,412 

1,936 

:  58,241 

:  242,046 

1937  b/  .. 

•  210,000 

5,282 

:  62,163 

10,163 

2 , 885 

:  75,211 

:  290,493 

1938  c/  .. 

78,000 

6,356 

:  66,832 

:  12,360 

:  3,527 

:  82,719 

:  167,075 

Shanghai  Office  of  the  Bureau  of  Agricultural  Economics. 

a/  All  weights  are  farm  weights.    b/  Preliminary  estimates,    c/  Forecast. 


LEAF  TOBACCO:     Imports  and  exports  of  the  Orient, 
crop  years,  1932-33  to  1937-38 


Designation 

October- Sept ember 

October-April 

1932-33 

1933-34 

1934-35 

■1935-36 

:1936-37 

1936-37 

1937-38 

CHINA 
Imports  from 
United  States  .... 

:  1,000 
•  pounds 

:  1,000 
:  pounds 

:  1,000 
:  pounds 

:  1,000 
:  pounds 

:  1,000 
:  pounds 

:  1,000 
pounds 

.  1,000 
•  pounds 

:  64,468 

:  858 
2,125 
67,451 
18,629 

:  77,591 
:  446 
:  588 
.  1,376 
80 , 001 
27,594 

21,853 
:  458 
1,384 
1,650 
25 , 345 
30,397 

:  21,294 
:  258 
:  940 
1,065 
23,557 
40,717 

:  35,706 
:  478 
■  3,360 
:  957 
:  40,501 
:  38,348 

24,276 
430 
;  2,796 
381 
27,883 
23,007 

13,608 
:  188 
153 
247 
14,196 
12,302 

Japanese  Empire  . . 

Other  countries  .. 
Total  imports  a/ 
T^tal  exports 

MANCHURIA 
Imports  from 
United  States  .... 

b/ 
b/ 

"b/ 
b/ 
b/ 

10,516: 
2,662: 

cAl,970 
cA7,921 
c/3,051 
c/  153 
c?33,095 
c/  905 

15,072: 
2,804 

4,435 
14,559 
2,774 
2,364 
24,132 
554 

11,032 
7,109 

4,397 
21,795 
3,007 
1,119 
30,318 
375 

12,174 
6,005 

11,367 
20,858 
4,218 
2,027 
.  38,470 
584 

8,022- 
11,649: 

Oct.  -  Dec. 

3,470 
6,539 
1,383 
245 
11,637 
27 

779 
30 
281 
535 
1,625 
9 

Japanese  Empire  . . 

Other  countries  . . 
Total  imports  a/ 
Total  exports  . . : 

JAPAN  : 
Total  imports  a/d/- 
Total  exports  T.T. ; 

Foreign  Trade  Returns  for  respective  countries, 
a/  Includes  reexports.  b_/  Not  available,  c/  January -Sept ember  1934  only, 
d/  Imports  from  the  United  States  averaged  approximately  50  percent  of  the 
total. 
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Supplement  to  - 

THE    TOBACCO    S  I-T  If-  ATI  0  N 


FLXIS-CDSED  TOBACCO  15  EUROPE  -  IMPOSTS,   CONSTMPTTON,  AND  STOCKS 

General  Consumption,  Supply,  and  Price  Situation 

The  most  important  development  in  the  flue-cured  totacco  situation  in 
Europe  during  the  season  ended  June  J>0 ,  193^ »  is  that  stocks  have  teen  re- 
stored to  a  more  nearly  normal  relationship  to  consumption,  according  to  a  re- 
port received  from  P.  G.  Minneman,  totacco  specialist  in  the  London  office  of 
the  Bureau  of  Agricultural  Economics.     Stocks  of  competitive  growths,  especi- 
ally British  Empire  leaf  in  the  United  Kingdom,  are  now  somewhat  atove  normal. 
The  larger  stocks  arc  a  result  of  larger  imports  from  the  1937  crop,  which 
were  the  largest  on  record  since  the. war  period.    European  countries  took  more 
than  four-fifths  of  the  total  exports  of  flue-cured  leaf  from  the  United  States 
during  the  year  ending  June  30,  1332,     Consumption  continues  to  increase,  tut 
indications  point  to  a  possitle  slowing  down  in  the  rate  of  increase. 

It  therefore  appears  that  European  demand  for  the  1932  flue-cured  crop 
of  the  United  States  may  te  expected  to  he  more  nearly  normal  at  a  level  pos- 
sitly  atove  the  average  of  the  past  2  seasons  tut  telow  the  record  high  imports 
from  the  1937  crop.    Exports  from  the  1938  crop,  of  course,  will  depend  upon 
numerous  other  factors,  such  as  adequate  supplies  of  desiratle  grades  of  leaf 
at  attractive  prices  and  atsence  of  sharp  economic  depression  in  Europe.  Fur- 
thermore, the  nationalistic  policies  of  European  countries  and  the  threat  of 
new  hostilities  inject  further  uncertainties. 

The  forecast  made  a  year  ago  for  an  increase  in  exports  of  50  million 
pounds  to  Europe  from  the  United  States  1937  crop  has  teen  more  than  fulfilled; 
exports  during  the  first  10  months  of  the  marketing  year  alone  were  60  million 
pounds  greater  than  during  the  entire  year  1936—37*    However,  the  increase  has 
not  teen  confined  to  United  States  leaf.    The  sharply  increased  1937-32  crops 
in  British  Empire  countries  have  resulted  in  coupe titivo  supplies  from  these 
sources  amounting  to  more  than  double  those  of  the  preceding  year.    Larger  com- 
petitive supplies  may  adversely  affect  the  future  demand  for  United  States  leaf. 
Another  factor,  which  will  affect  the  United  States  export  market  for  flue- 
cured  leaf  as  a  whole  and  which,  in  turn,  may  affect  the  European  market,  is 
the  Far  East  situation  and  the  question  of  whether  the  depleted  stocks  in  China 
are  to  te  replenished. 


NOTE;  Data  for  quantity  of  leaf  totacco  throughout  the  report  are  on  a  noncon- 
srerted  "oasis. 


Consumption  is  increasing 

Even  though  there  are  indications  of  declines  in  industrial  activity 
in  some  European  countries,  tobacco  consumption  during  the  first  part  o. 
has  continued  to  increase.    Host  of  the  increase  is  in  the  use  01 ^cigarettes, 
although'  there  is  also  some  increase  in  the  use  of  flue-cured  leai  in  pipe 
mixtures.     It  is  estimated  that  the  total  consumption  of . flue-cured  tobacco 
in  Europe  during  1937-3*  was  about  ?J0  million  pounds,  an  increase  of  about 
7  percent  above  that  of  the  preceding  year  (see  table  1).     Consumption  o.t 
United  States  leaf  is  estimated  at  approximately  227  million  pounds,  an  in-  1 
crease  of  about  6  percent,  whereas  the  consumption  of  competitive  leaf,  laigeiy 
from  the  British' Empire,  amounted  to  around  H3  million  pounds,  an  increase  ol 
about  l6  percent. 

Cigarette  consumption  has  increased  in  practically  every  country  in 
Europe.    Most  important  is  the  fact  that  the  shift  to  flue-cured  leaf  in 
blended  cigarettes  continued  in  the  Scandinavian  countries,  the  Netherlands, 
and,  to  a  smaller  extent,  in  Belgium  and  France,  while  cigarettes  of  pure 
flue-cured  leaf  continued  to  make  up  practically  the  entire  cigarette  con- 
sumption  in  the  British  Isles.     Indications  point  to  a  further  increase  m  the 
consumption  of  flue-cured  tobacco  in  the  coming  year. 

Imports  heavy  from  1937  crop 

It  will  be  recalled  that  the  reduced  European  imports  from  our  193& 
crop  resulted  in  relatively  low  stocks  on  July  1,  1937-    *it*  increased  con- 
sumption and  low  stocks,  there  was  a  demand  for  materially  larger  quantities 
from  the  1937  crop  in  order  to  restore  stocks  to  a  more  nearly  normal  level. 
Consequently,  European  imports  of  United  States  flue-cured  leaf  1937-38 
amounted  to  about  275  million  pounds  (table  l)  as  compared  with  206  million 
in  1936-37  and  256  million  in  1935-3°» 

Increased  imports,  however,  have  not  been  confined  to  leaf  from  the 
United  States.     Imports  of  competitive  flue-cured  leaf  from  British  Empire 
source,    which  enjoys  preferential  tariff  treatment  on  the  British  market, 
have  increased  even  mere  sharply  and  are  estimated  at  about  52  nillioa  pounds 
in  19^7-32  as  compared  with  33  million  during  the  preceding  crop  year. 

Some  flue-cured  leaf  from  the-  Far  East,  less  than  10  million  pounds, 
is  used  in  continental  European  countries;  and  it  is  possible  that  reduced 
supplies  in  the  Far  East,  because  of  hostilities,  will  result  in  smaller  im- 
ports from  that  source  in  1933-39  and  in  a  slightly  increased  demand  for  low- 
grade  American  leaf  on  European  markets. 

Stocks  restored  to  normal  levels 

Stocks  of  imported  flue-cured  tobacco  in  Europe  on  July  1,  193S,  were 
the  highest  on  record,  both  for  leaf  from  the  United  States  and  .or  leal 
from  other  sources.    Total  European  flue-cured  stocks  on  July  1  are  esti- 
mated at  i*U  million  pounds  as  compared  with  Hl9  million  a  yea r  oarli or  and 
k23  million  poxmds  in  1936  (table  l).     Stocks  from  the  United  Stages  arc 
estimated  at  ^  million  as  compared  with  355  million  and. 363  million,  re- 
spectively, in  1937  and  1936.    Even  these  record  high  stocks    however,  are 
not  above  normal  in  relation  to  the  increased  consumption.    A  year  ago,  stoclc 
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fcteabnornally  low'  relative  to  consumption.     It.  is  estimated  that  July  1, 
1033,  flue-cured  stocks  wore  equal  to  about  1.77  years1  supply  as  compare* 
with  1.66  a  year  ago  and  about  1.30  2  years  ago. 

Stocks  have  "been  increased  in  most  of  the  principal  countries.  The 
greatest  increase  has' ocen  in  the  United  Kingdon;  but,  in  Eire,  the  Nether- 
lands, and  the  Scandi caviar,  countries,  stocks. have  also. "been  increased  in 
line  with  the  increase  in- consumption.    Furthermore, . the . position  of  the 
stocks  has  changed.     Stocks  are ■  now  airiest  entirely  in  manufacturers'  hands. 
Dealers'  stocks 'of  tobacco  available  to  the  trade  arc  unusually  snail,  This 
is  generally  true  in  the  United  Kingdon,  as  well  as  in  continental  Europe  and 
•in  the  United  States,  and  tends  to  make  the  volume  of  trade  and  stocks  appear 
smaller  than  it  actually  is. 

Table  1.    FLUE- CURED  TC3ACC0:    Estimated  imports,  consumption,  and  stocks 

in  Europe,  years  beginning  July  1,  1936,  and  July  1,  1937  . 


Country 


sr^rzs  hat 

United  Kingdom  

Eire  

Netherlands  - 

Belgium  

Scandinavian 

countries  

Other  countries. . • 

Total  

OTHER  IMPORTED  LI 


United  Kingdom  

Other  c ^untri  e  s . . . . 
Total.  

:::al  imported  lea? 

Total  European 

c: antries  


wet  lr 

■ports  , 

Consumption 

Stocks  July  1 

1936-37 : 

1937-33: 

l°3b-37: 

1337-33: 

1936  : 

1937  ! 

1933 

Million: 

Million: 

Million: 

Million: 

Million: 

Mi  Hi  en: 

Millie n 

pounds  : 

r  our.  1  s  : 

p  ovsiC.  s  : 

pounds  : 

pounds  : 

t)  oun ").  s  ' 

T)  ound  s 

16S  : 

236  : 

130  : 

190  : 

322  : 

310  : 

356 

10  J 

11  : 

9  : 

9  : 

16  : 

17  s 

13 

11  : 

13  ! 

10  : 

12  : 

14  I 

15  : 

16 

12  : 

10  : 

9  s 

10  : 

6  : 

9  ' 

9 

 su 

3  ■ 

6  : 

6  : 

4  ! 

4 

206  : 

275  : 

214  : 

227  : 

355  : 

403 

33  : 

52  i 

29  : 

31*  ; 

53  ! 

57  ' 

i  75 

•       ^  1 

!       0  < 

9  • 

7  : 

7 

6 

:  60 

:  33 

:  43 

:  60 

:  6U 

:  31 

:  243 

:  335 

i  232 

:  270 

:  U23 

:  419 

Prices  of  Empire  leaf  rise 

An  outstanding  development  in  the  flue-cured  tobacco  situation  is  the 
fact  that  prices  of  British  Empire-grown  leaf  have  advanced,  even  though  crops 
are  much  larger  (table  2).     The  average  price  of  Southern  Rhode sian  leaf  (crop 
one-half  sold)  on  the  auction  markets  in  Salisbury  has  been  running  about  25»3 
cents  per  pound  as'  corn-pared  with  21,2  cents  for  the  preceding  crop  and  14,3 
cents  "for  the  1935-36  crop.    According  to  the  report  of  J,  Barnard  G-ibbs  1/ 
from  Calcutta,  flue-cured  prices  in  India  for  the  record  1937-33  crcp  (twice 
as  large  as  the  preceding  crop)  are  estimated  at  about  13«4  cents  per  pound  as 
compared  with  12,6  cents  and  9,3  cents  for  the  two  preceding  crops.    In  Canada, 
the  -1937  crop  average,  was  about  27  cents  per  pound  as  compared  with  29*3  and 
lU.5-  cents  for  the  two  preceding  crops,  even  though  the  1937  crop  was  more  than 
double  that  of  1936.  : 


1/  The  Bureau's  tobacco  specialist-  for  oriental  countries. 
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Tabls  2.    FLTJE-CUR3D  LEAF:    Price  per  pound  (farm  weight)  in  India, 

Southern  Rhodesia,  Canada,  and  the  United  States, 
  1935-34  to  1937-3S  ;  


Country  \  1933-34  *:  1934-35  :  1935-36"  *.  1936-37  ';  1937-38  sJ 


:  Cents  :  Cents  :  Cents  :  Cents  :  Cents 

India  ...,.......:       3.6  :  10.1  :  9*3  ♦  12.6  :  1374, 

Southern  Rhodesia  :       -  :  .-  *  :  14.8  :  21.2  :  25.3 

Canada  :      19.5  •  24.7  :  24.5  :  29.3  :  27. 0 

United  States  :       15.3  :  27.3  5  20.0  :  22.0  :  23.1 


a/  Estimated. 

Of  even  greater  significance  is  the  fact  that  the  sharpest  price  ad- 
vances have  "been  in  the  lower  grades.     In  many  cases,  particularly  in  Southern 
Rhodesia,  the  price  of  lower-grade  lugs  and.  tips  has  "been  double  that  for 
similar  grades  from  the  preceding  crop,  whereas  the  top  grades  have  failed  to 
show  any  advance.    It  is  difficult  to  find  a  satisfactory  explanation  for  this 
price  situation,  except  that  the  leading  manufacturers  on  the  British  market 
desire  (l)  to  ohtain  control  over  a  greater  proportion  of  the  leaf  supply, 
(2)  to  "build  up  their  stocks,  or  (3)  to  encourage  greater  Empire  production. 
As  a  result  of  the  price  advances  in  the  local  auctions  in  Southern  Rhodesia, 
most  of  the.  leaf  has  been  sold  locally  and  very  small  quantities  have  been-  con- 
signed hy  growers  to  dealers  on  the  British  market.    These  price  advances  have 
heen  limited  to  British  Empire  countries,  which  supply  primarily  the  United 
Kingdom  market,  where  the  Empire  leaf  has  a  51-ccnt-per-pound  preference  in 
duty.     Since  British  Empire  leaf  docs  not  play  an  important' part  in-  other  mar- 
kets, it  is  provable  that  the  price'  advances  will  not  have  any  appreciable  ef- 
fect on  the  prices  of  American  leaf;  but  will  tend  Merely  to'  reduce'  slightly 
the  effect  of  the  preference  on  the  British  market. 

Competitive  production  vastly  expanded 

The  principal  sources  of  flue-cured  leaf  for  European  countries  are 
the  United  States,  the  British  Empire  countries,  and  the  Far  East.     It  is 
estimated  that  United  States  loaf  made  up  aoout  84  percent  of  the  total  flue- 
cured  leaf  used  in  Europe  in  1937-38,  whereas  British  Indian,  Rhodesian,  and 
Canadian  supplied  ahout  13  percent  and  Chinese  and  Japanese  ahout  3  percent. 
Production  in  British  Empire  countries  is  of  particular  importance  "because  of 
its  duty  preference  on  the  United  Kingdom  market. 

Table  3.     FLUE- CURED  TOBACCO:     Production  and  exports  of 


British  Empire  countries,  1934-1938 • 

Country  ] 

Production  (farm,  weight)  : 

Export 3  (redried  weight) 

1934-35: 

1935-36: 

1936-37: 

1937-38: 

1934-35: 

1935-36:1936-37: 

1937-38  b, 

India  a/, . . : 
Southern  : 

Rhodesia. . ! 
Canada. . . .  • ! 
Other        (  ! 

Empire  c/«i 
Total  c/,! 

Million: 
pounds  : 

Million: 
pounds  ! 

Million: 

pounds  : 

Million: 
pounds  ! 

Million: 
pound  s  : 

Million:MillionJ 
pounds  :pouids  : 

'  Million 
eounds 
21.1 

!  19.5 

:  13.0 
1  3.0 

13.5  ! 

19.5 
22.1 

3.2 

16.4 

:  20.7 
:  35.2 

i  3.3 

19.5  : 

:  20.3 
:  24.6 

:  3.7 

;b/33. 5  : 

:b/23.0 
!1>  53.7 

\\l  4.4 

1.8 

:  16.0 

i  ^5 

:  2.0 

5.0  :      8.3  : 

:    17.4  :  17.3 
:      6.5  :  4,2 

!     2.5  :  2.5 

58.3 

:  75.6 

:  68.1 

:  119.6 

:  24.3 

:    31.4  :  32.3 

a/  Data  fror 
estimates. 

1  J.  Barnard  G-ihbs,  tobacco  specialist,  Calcutta,     h/  Preliminary 
c/  Exclusive  of  Australia,  New  Zealand,  and  Union  of  South  Africa 

In  the  British  Empire  flue-cured  tobacco  production  increased  greatly 
in  1937-38  to  an  estimated  121  nillion  pounds  as  compared  with  SS  million  the 
Ereceding  year  (table  3).    Indications  point  to  still  further  increased  plant- 
logs  in  1938-3?.     Si-ce  local  manufacturing  requirements  in  the  producing 
[countries  have  increased  only  gradually,  a  large  part  of  the  increased  produc- 
tion is  available  for  export. 

In  Canada,  the  1937  crop  of  flue-cured  leaf  amounted  to  5% 7  million 
pounds,  or  no re  than  double  the  1936  crop  of  about  2^.6  million  pounds. 
Canadian  manufacturers'  stocks  were  unusually  low  in  1937;  and,  with  increased 
ihor.e  consumption,  much  of  the  large  1937  crop  was  used  to  restore  local 
Stocks.     Greatly  increased  quantities  were  also  exported  to  the  United  Kingdom. 

The  1938  plantings  are  increased  even  above  the  record  1937  plantings; 
and,  if  weather  conditions  result  in  normal  yields,  a  Canadian  flue-cured 
crop  of  60  million  pounds  or  .  ;ore  may  bo  expected.    Now  that  'local  stocks 
have  been  replenished,  it  -rill  not  be  necessary  to.  retain  so  large  a  propor- 
tion of  the  1938  crop  for  local  manufacturer'  stocks.    As  a  result,  greater 
quantities  will  be  available  for  export  in  I93S-39.    Weather  conditions  in 
Canadian  tobacco  production  arc  relatively  uncertain,  and  local  manufacturers 
will  ^robably  take  advantage  of  a  large  1938  crop  to  raise  their  stocks  well 
above  the  2-year  level  in  order  to  provide  against  possible  crop  failure  in 
subsequent  years. 

In  S ou th e rn  Rho do s i a ,  the  1937-38  flue-cure d  crop  is  estimated  at 
Slightly  more  than  23  million  pounds,  farm  weight,  as  compared  with  a  pre- 
ceding crop  of  20.3  million.    Local  manufacturers'  requirements  are  very  small 
and,  consequently,  the  increase  will  be  available  for  export..   British  manu- 
facturers have  been  bidding  eagerly  on  the  auction  markets  at  Salisbury  and 
prices  have  advanced  sharply,  especially  for  the  lower  grades.    Buyers  are  re- 
ported to  be  concerned  more  with  a  bright  color  than  with  other  qualities. 

The  higher  prices  will  encourage  growers  to  increase  their  plantings 
for  the  1938-39  crop,  which  might  possibly  reach  33  million  pounds*     It  is  re- 
ported that  1,07^  new  flue-curing  barns  were  erected  in  Southern  Ehodesia  last 
year  and  that  these  barns  (larger  than  those  used  in  the  United  States)  already 
provide  a  coring  capacity  for  an  additional  8  million  pounds.    Production  can 
be  considerably  expanded  if  growers  find  it  remunerative,  and  present  prices 
are  the  most  attractive  yet  offered. 

Production  of  flue-cured  tobacco  is  also  increasing  in  Nyas aland  and  in 
Northern  Rhodesia,  but  the  quantity  is  still  relatively  small  in  these  countrie 

In  India,  the  1937-38  crop  of  flue-cured  tobacco  is  estimated  at  38.5 
million  pounds,  according  to  Mr.  G-ibbs,    Other  estimates  place  the  crop  at 
from  35  to  kO  million  pounds;  but  even  these  lower  estimates  are  nearly  twice 
the  19 • 5  million  pounds  of  the  preceding  crop.    Local  consumption  has  in- 
creased more  slowly,  and  most  of  the  crop  is  available  for.  export.    It  is 
anticipated  that  plantings  will  be  increased  further  for  the  1938-39  crop, 
for  which  Mr.  G-ibbs  estimates  a  possible  42  million  pounds.    Prices  at  the 
opening  of  the  selling  season  for  the  1937-38  crop  wore  materially  advanced 
above  the  relatively  high  prices  for  the  1936-37  crop.    As  the  season  ad- 
vanced, however,  it  became  apparent  that  the  size  of  the  crop  was  somewhat 
larger  than  previously  estimated  and  prices  cased  during  the  remainder  of 
the  season.    Although  the  principal  production  in  India  is  in  the  Gunthur 
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district  of  Madras,  flue-cured  tobacco  is  grown  on  a  snail  scale-  widely 
scattered  parts  of  India.    During  the  past  marketing  season,  a  new  ^glish 
company  has  been  organized  for  the  handling  and  purchase  of  Indian  flue-curec. 
leaf  for  export  and  has  installed  expensive  rcdrying  machinery  and  acquired 
considerable  loaf* 

In  Europe,  the  production  of  flue-cured  leaf  is  still  on  a  very  snail 
scale,  but-incasing  efforts  are  being  made  in  this  direction.    Poland  re- 
ports a  production  of  k.k  million  pounds  of  "light  cigarette  loaf"  in  1937-38, 
and  Italv  2,3  million  pounds  of  Bright  Italia.     The  expansion  m  Italy  is_ 
shov^bTthe  fact  that  only  1  million  pounds  of  Bright  Italia  were  grown  in 
1935  ana  O.U  nillion  in  1932.    Italian  bright  leaf  broke  into  the  export mar- 
ket for  the  first  tine  in  June  193*  with  a  trial  shipment  of  Ug  hogsheads  to 
Bremen.    Gernany  is  also  producing  on  a  snail  commercial  seal  can  '  ^™^d 
no  data  are-Triable,  it  is  estimated  that  the  1937  product l?^^Tf£*J 
leaf  was  less  than  350,000  pounds.    Even  the  countries  producing  oriental- type 
leaf  are  experimenting  with  the  production  of  flue-cured  tobacco  m  «J  effort 
to  adapt  their  production  to  the  increasing  demand  for  American-type  blended 
cigarettes.    In  Greece,  the  Government  has  appropriated  8  million  drachmas  foj 
cxoerimentation,"extelTSion,*and  development  of  the  production  of  flue-cured 
tobacco.    Java  is  also  reported  to  be  experimenting  with  flue-cured  leal. 

Congunp_bioi]  and  Stocks,  by  Countries 


United  Kingdom 

Generally,   the  market  for  flue-cured  leaf  in  the  United  Kingdom  is  in 
a  healthy  position.     Consumption  continues  to  increase,  and  total  nanufac- 
turers'  requirements  in  the  first  6  nonths  of  1933  were  3,7  percent  above 
the  sane  oeriod  in  1937-     The  use  of  preferential  Enoire  leao,  however,  has 
increased  more  rapidly  than  the  use  of  United  States  leaf.     The  United  Kingdom 
alone  took  about  85  percent  of  United  States  flue-cured  tobacco  exports  to 
Europe  in  1937-38. 

Table  k  shows  import,  consumption,  and  stock  data  for  British  Empire 
and  foreign  leaf  in  the  United  Kingdom.     It  should  be  noted  that  data  in  this 
table  cover  all  types  of  leaf,  including  dark  types,  whereas  data  m  tables  1 
to  3  pertain  only  to  flue-cured  leaf.    Published  data  on  manufacturers  with- 
drawals and  stocks  in  the  United  Kingdom  do  not  show  United  States  leaf  sepa- 
rately but  are  combined  with  those  on  "other  foreign."    United  States  leaf, 
however,  makes  up  about  97  porcont  of  the  total  "foreign  "and  £™-™re* 
leaf  makes  up  roughly  97  percent  of  the  total  from  the  United  States.  Total 
inports  of  United  States  leaf  during  the  12-month  period  July  1.  1937,  jo 
June  30,  1938,  amounted  to  2^7  nillion  pounds  as  compared  with  182  million 
luring  'the  preceding  12  months.     Total .  stocks  of  United  States  leaf  have  now^ 
been  restored  to  an  estimated  1.9    -cars'  supply  on  July  1,  1938,  as  compared 
with  1.72  a  year  earlier. 

If  stocks  of  United  States  flue-cured  were  to  bo  Maintained  at  approxi- 
mately 1.9  to  2.0  years'  supply  on  July  1,  1939,  it  is  estimated  tnat  between 
200  and  2^0  nillion  pounds  would  need  to  be  imported  from  the  19^  crop. 

Inports  of  Empire-grown  leaf  have  increased  most  sharply,  and  stocks 
of  Empire  leaf  arc  at  record  levels  and  above  normal  when  compared  with 
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consumption,    Practically  all  the  increase  in  consumption,  imports,  and  stocks 
of  Empire  leaf  has  "been  of  flue-cured.    According  to  Frank  ffatson  &  Company, 
the  percentage  of  Empire  loaf  in  the  total  output  of  products  manufactured  for 
consumption  in  the  United  Kingdom  averaged  23.95  percent  during  the  first  5 
months  of  193S  as  compared  with  23.65  and  22.73  during  the  same  periods  in 
;1937  and  1936,  respectively.     The  consumption  of  Canadian  leaf  has  recently 
i advanced  more  rapidly  than  that  of  any  other  type,  "being  27  percent  greater 
[during  the  first  5  months  of  I93S  than  during  the  same  period  in  1937.  Total 
stocks  of  all  types  of  Indian  and  Canadian  tobacco  in  the  United  Kingdom  on 
IMay  1  were  the  highest  on  record  -  nearly  35  nillion  pounds  of  Indian  and 
[over  25  million  of  Canadian.     Imports  from  these  countries  were  not  yet  com- 
'pletc  by  that  date  and  stocks  will  undoubtedly  be  raised  above  these  levels. 
For  these  tyro  countries,  the  ratio  of  stocks  to  consumption  on  May  1  was  al- 
so the  highest  since  1931  when  data  "became  available,  "being  2.46  for  Indian 
and  about  2.7  years'  supply  for  Canadian. 


Table  U.  UNI 
of  -all 


TED  KINGDOM:  Imports, 
types  of  tobacco,  from 
1933-3^ 


consumption,   stocks,  and  stock  ratio, 
foreign  and  Empire  countries, 
to  1957-58 


Year  a/ 


Total  imrorts 


'Foreign 


empire 


Total 


Manuf ac  ture r  s 1  yri  thdrawal  s  b  / 


Foreign 
c-l 


irrrirc 


Total 


1933-34... 

193M5... 

1935-  36... 

1936-  37... 

193  7-3  S  0/ 


1934  

1955... ■ 
1936.... 

1937  

1935  d/. 


Million 
pounds 

176.7 
163.2 

23^,3 

1S6.0 
256.0 


Million 
pound  s 

4574" 
1+6.3 

46.6 
54.5 

74.0 


Million 
pounds 
222.1 
209.5 
230.9 

2k).  5 

330.0 


Million 
pounds 
162.0 

172,5 
ISO.  6 

190.U 
200.0 


Million 

pour/  s 

5IT6 
4o,6 

.  ^3.9 
U7.6 

53.0 


Million 
pounds 
203.0 
213.1 
22U.5 
23S.O 
253.0 


Stocks  July  1  cj" 


Stock  ratio  July  1  f/ 


Foreign 
c/ 

[  Empire 

',  Total 

Foreign 
c/~ 

Empire 

|  Total 

Million 

:  Million 

:  Million  ; 

Million  ! 

,  Million 

:  Million 

pounds 

:  pounds 

!  pounds  : 

pounds 

!  pounds 

:  pounds 

323.5 
501.9  : 
343.1  : 
326.9  : 
330.0  : 

29,7 
!     93.7  : 
:     93.2  : 
:     99.6  i 
119.0  : 

413.2  : 
395.6  : 

436.3  : 
I+26.5  : 
499.0  : 

2.00 

1.75  : 
1.90  : 
1.72  : 
1.90  : 

2.19 
2.31  : 
2.12  : 

2.09  : 
2.25  : 

.  2.04 
1.36 
1.94 

1.79 
1.97 

Data  fro 


ts  except  stocks  of  Empire 


□  Government  Trade  and  Navigation  Accoun" 
and  foreign  leaf,  which  are  from  reports  "by  Frank  Watson  &  Company, 
a/  Crop,  year,  July-June,  for  imports  and  withdrawals,    b/  Quantity  used  by 
manufacturers;  does  not  include  reexports  as  leaf,     cj  About  97  percent  United 
States  leaf, -of  which  about  97  percent  is  flue-cured,    d/  Estimated. 
ej  Changes  in  stocks  do  not  bianco  with  imports  and  consumption  because  some 
leaf  is  reexported,     fj  Number  of  years*  requirements  for  manufacturers, 
without  considering  reexports  of  loaf. 


Jirc 


Consumption  is  increasing  slowly  in  Eire.     Total  imports  during  the  12 
months  ending  July  1,  I93S,  are  estimated  at  11.3  million  pounds,  or  slightly 
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above  those  of  the  preceding  yeari    Stocks  on  July  1  are  actually  at  record 
levels,  but  are  only  slightly  higher  than  a  year  ago  and  normal  when  compared 
with  the  increased  consumption.    A  continued  normal  increase  in  leaf  require- 
ments is  anticipated. 

The  Netherlands 

Consumption  of  cigarettes  in  the  Netherlands  is  increasing,  especially 
of  blended  cigarettes  containing  flue-cured  tobacco.    Stocks  of  flue-cured  in 
bonded  warehouses,  largely  held  by  manufacturers,  are  the  highest  since  1935»  j 
"but  are  not  excessive  when  compared  with  the  increased  consumption.    One  dis- 
turbing factor  in  the  industry  is  the  expiration  of  the  cigarette  manufac- 
turers' cartel  and  the  uncertainty  as  tc  the  price  and  taxation  conditions 
under  which  the  industry  will  operate  in  the  future. 

Belgium  2/ 

Cigarette  consumption  in  Belgium  also  is  increasing,  and  with  it  the 
consumption  of  flue- cured  tobacco.     Stocks  are  reported  to  be  normal  hut  to 
he  concentrated  in  the  hands  of  manufacturers  rather  than  dealers.  Recently 
a  tax  measure  was  proposed  that  would  increase  the  excise  rates  on  cigarettes 
from  30  to  Mo  percent  of  the  retail  price  and  on  cigarillos  from  S  to  15  per- 
cent in  order  to  obtain  increased  revenue.     If  put  into  force,  these  increases 
would  likely  have  a  depressing  effect  on  the  consumption  of  the  two  products 
that .have  recently  expanded  most  rapidly , and  might . adversely ; affect  the  market 
for  "American  leaf  for  use  in  cigarettes.. 


Scandinavian  countries 


Consumption  continues  to  expand  in  the  Scandinavian  countries  an&JiO 
shift  rather  rapidly  tov/ard  blended  cigarettes  containing  flue-cured  leaf. 
There  are  indications,  however,  that  consumption  may  not  continue  to  expand 
as  rapidly  during  the  next  year.    Furthermore,  stocks  of  flue-cured  leaf  have 
been  built;  up  proportionate  to  the  increased  consumption  -  about  one  year's 
supply  in  these  countries.    Imports  from  the  United  States  should  continue  on 
a  normally  increased  basis. 


Germany  3/ 


tc  rise- 
it  will 


*  Consumption  of  tobacco  production  in  Germany  has  continued 
during"  the  first  k  months  of  1'93&V  and  prospects  arc  that  in 
be  at  the  highest  level  on  record.    During  the  first  k  months  of  the  year, 
leaf  requirements  wore  2. S  percent  above  those  of  a  similar  period  in  1937. 
The  principal  increases  wore  in  cigarettes  and  cigars,  consumption  of  which 
rose  7.2  percent  and  3.5 'percent,  respectively,  as  compared  with  that  of 
the  same  periods  .in  1937.     Shis  reverses  the  tendency  of  a'year  ago,  when 
the  rate  of  increase  was  'larger  for  cigars  than  for  cigarettes.  Smoking- 
mixturc,  chewing- tobacco ,  and  snuff  consumption  all  declined. 

Notwithstanding  the  decline  in  smoking  mixtures  as  a  whole,  a  very 
interesting  development  is  evident  in  the  case. of  fine-cut  and  preferential 

2j  Based  on  information  from  American  Consul  C.  C.  Broy,  Brussels,  and  the 
American  consulate  at  Antwerp* 

3/  Based  on  report  from  L.  V.  Stcere,  agricultural  attache*,  Berlin. 
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fine-cut  snoking  tobaccos,  in  which  considerable  quantities  of  American  flUC- 
curcd  leaf  are  used.     Consumption  of  fine-cut  increased  13 •  6  percent  and  of 
preferential  fine-cut         percent,  whereas  that  of  ordinary  pipe  tobacco  fell 
11.6  percent.    These  changes  are  attributed  to  the  deterioration  in  quality 
of  ordinary  pipe  tobacco  through  the  increased  use  of  domestic  and  other  in- 
ferior leaf  and  the  resulting  shift  toward  higher— grade  fine-cut.     Since  most 
of  the  American  flue-cured  tobacco  is  used  in  fine-cut  tobaccos,  this  shift  is 
favorable  to  American  leaf. 

Total  imports  of  leaf  tobacco  from  all  sources  increased  3«1  percent 
during  the  first  h  months  of  1933*  "b^-t  leaf  imports  and  imports  of  stems  from 
the  United  States  declined  about  30  percent.    On  the  other  hand,  arrivals  of 
American  leaf  in  Bremen,  as  reported  by  the  American  consulate,  have  recently 
increased  sharply,  and  it  is  expected  that  they  may  sooner  or  later  be  re- 
flected in  the  higher  official  import  figures.     The  increased  arrivals  of 
American  tobacco,  amounting  to  U.9  million  pounds  during  the  first  5  ninths 
of  1932  as  compared  with  J>,2  million  during  the  same  months  of  last  jrcar,  con- 
sist primarily  of  flue-cured  and  have  resulted,  it  is  understood,  from  barter 
transactions  involving  the  exchange  of  German-owned  Bulgarian  tobacco  for 
American  leaf.     Those  quantities  are  sufficient  to  cover  the  snoking- tobacco 
industry's  requirements  for  several  months.     This  development,  in  conjunction 
with  the  apparent  tendency  toward  increased  consumption  of  better-grade  pipe 
tobacco,  suggests  that  the  outlook  for  American  exports  of  flue-cured  to  Germany 
is  somewhat  improved  and  that  ways  and  means  are  being  found  for  maintaining 
this  trade  at  recent  levels.     It  is  interesting  to  note  that  the  first  ship- 
ment of  bright  Italian  leaf  arrived  at  Bremen  in  June. 


